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JUSTI CE DEPARTMENT RECOMVENDS TO FCC THAT | T DENY AMERI TECH S
APPLI CATI ON TO PROVI DE LONG DI STANCE I N M CH GAN

Anreritech has nmade I nportant Progress Towards Openi ng Local Phone Markets
in Mchigan--But Not Enough to Satisfy the Law s Requirenents, Justice Says
WASHI NGTON, D.C. -- The Departnent of Justice today
recommended that the Federal Communications Conmm ssion deny an
application by Areritech to provide | ong distance service in
M chi gan, because Anmeritech has not fully conpleted the legally
required steps to open |local tel ephone markets there to
conpetition. In comments filed with the FCC, the Departnent did,
however, note that Aneritech has nmade significant progress
t owar ds opening | ocal telephone markets in M chigan.
"As a result of Ameritech's efforts and cooperation with the
Departnent, as well as the State of Mchigan's | eadership in
renovi ng | egal and econom c barriers to entry, |ocal conpetition
is beginning to take root in Mchigan," said Joel |. Klein,
Acting Assistant Attorney General for the Departnent’'s Antitrust
Division. "Though it has net several of the necessary conditions
for entry, Areritech has yet to neet all the law s requirenents,
including the itens set out by Congress in the conpetitive
checklist. Nor has Aneritech denonstrated that its markets are

fully and irreversibly open to conpetition."



.

Foll owi ng the break up of the integrated Bell system as part
of the AT&T divestiture, the independent Bell Operating
Conpani es, or BOCs, were barred from providing | ong distance
services in their respective region as part of the Mdified Final
Judgnent, or MFJ, in the AT&T case.

In 1995, the Departnent, Aneritech, AT&T, and other parties
proposed a waiver of the MFJ, on a trial basis, to allow
Aneritech to enter the in-region, |ong distance narket once it
had instituted a series of narket opening neasures and
denonstrated that actual conpetitive opportunities were
expandi ng. Though it never went into effect, this trial, called
the "Custoners First" plan, was an inportant step in the
continuing, collective efforts of Ameritech, the Departnent, and
the State of Mchigan to open |ocal nmarkets in the state to
conpetition as a neans to |lower prices, enhance service offerings
and i nprove service for tel ephone custoners.

As today's filing explains, inplenenting the conpl ex
processes that will be needed to facilitate [ ocal conpetition
wll take tinme and considerable effort. Though the progress
t owar ds opening the Mchigan | ocal narket to conpetition has been
substantial, Aneritech has yet to nmake the necessary
denonstration to warrant in-region, |long distance entry.

Under the Tel ecom Act, the BOCs are presently barred from
offering in-region |long distance service. Specifically, Section
271 of the Act prohibits a BOC, such as Aneritech, from providing
in-region long distance services until it denonstrates to the FCC
that it has nmet a variety of legal requirenents designed to open

the |l ocal tel ephone markets in a particular state to conpetition.
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I n considering whether to approve a BOC s application for

| ong di stance authority in a particular state, the FCC nust
consult with the Justice Departnment and give "substantial weight”
to its assessnment as to whether the BOC should be allowed to
provi de in-region | ong di stance servi ce.

In its evaluation of Aneritech's application, the Departnment

concl uded that Ameritech

. Was not providing two "conpetitive checklist” itemns--
unbundl ed switching, which allows conpetitors to direct
the routing of calls and | ocal transport, the system
that actually carries local calls--in the manner
required by orders of the FCC and the M chigan Public
Servi ce Commi ssi on

. Had not shown that it had adequate systens for
provi di ng resal e services and unbundl ed el enments to its
conpetitors, as required by the Tel ecom Act.

. Had not shown that it had fully resol ved certain
i nt erconnection problens, which caused calls between an
Ameritech custoner and a conpetitor's custonmer to be
bl ocked nore frequently than were calls from one
Ameritech custonmer to another Aneritech custoner.

. Needed to i nprove the neasurenent of its performance in
provi di ng resal e services and unbundl ed el enents to its
conpetitors, so that parity and nondi scrim nation can
be assured.

Aneritech filed its application with the FCC on May 21,

1997. Under the Tel ecom Act, the FCC nust approve or deny the
application by August 19, 1997.
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